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Internal Revenue Sewlce Department of the Treas41ry 

Washington. DC 20224 

Person to Contact 

Telephone Number: 
* * * * * * ***** ****** ****  *** . 
* *  ****  ***  Refer Reply to ***********
* *  * * * *  *** * * * *  
******** ***** * * * * *  Dal c JUI. ? 9 l 6 - p  

Dear Appl i c a n t  : 

We have c o n s i d e r e l  your a p p l i c a t i o n  f o r  r e cogn i t i on  o f  
' exemption from f e d e r a l  income t a x  under s e c t i o n  5 0 1 ( c ) ( 7 )  of t h e  

Int .erna1 Revenue C ~ d e .  

The informat ion submit ted  i n d i c a t e s  t h a t  you were c r e a t e d  
pu r suan t  t o  your c o n s t i t u t i o n  i n  * * * *  i n  t h e  S t a t e  of *****  f o r  
t h e  purposes  o f  advancing a l l  b reeds  of purebred @ogs,  p r o t e c t i n g  
and advancinq t h e  i n t e r e s t s  of a l l  breeds  of purebred dogs ,  
encouraging spor t smanl ike  compet i t ivn  a t  dog shous and obcdiencs  
t r i a l s ,  and conduc t i r~g  sanc t ioned  matches, dog shows, and 
obedience  t r i a l s  under t h e  r u l e s  of t h e  American Kennel Club.  

A l l  persons  who a r e  i n  good s t and ing  with t h e  American 
Kennel Club ( A K C )  and who s u b s c r i b e  t o  t h e  purposes of your c l u b  
a r e  e l i g i b l e  f 2 r  membership. You have t h r e e  type,s  of 
memberships, r e g u l a r ,  l i f e ,  and honorary.  Membership dues  a r e  
$****  f o r  a sS , ig le  menbership and $****  f o r  coup l e s .  L,ife and 
honorary memberships a r e  f r e e .  

Your sou rce s  o f  s uppo r t  a r e  t h e  income from t h e  annual  A K C  
p o i n t  show, t h e  AKC matches twice  a yea r ,  t h e  breed and hand l ing  
c l a s s e s  and membership dues .  

Your a c t i v i t i e s  a r e  an annual  AKC l i c e n s e d  p o i n t  show i n  t h e  
F a l l ;  two AKC sanc t ioned  matches a  yea r  t o  he lp  educa te  t h e  dog 
owning p u b l i c  i n  t h e  s p o r t  of purebred dogs and t o  h e l p  nov ices  
l e a r n  more about  showing dogs;  breed handl ing c l a s s e s  t o  h e l p  t h e  
nov ice  l e a r n  now t o  show h i s / h e r  dog; obedience c l a s s e s  f o r  
nov ice  thrcugh advanced t o  h e l p  genezal  p u b l i c  and members l e a r n  
how t o  t r a i n  t h e i r  dogs f o r  obedience shows and f o r  t h e  p l e a s u r e  
of  a  we l l  t r a i n e d  dog;  a dog b r eede r s  r e f e r r a l  s e r v i c e  t o  h e l p  
educa t e  t h e  g e n e r a l  p u b l i c  on where t o  buy purebked dogs ,  how t o  
c a r e  f o r  them, how t o  show them, and t o  h e l p  anyalne having t o  
g i v e  up h i s / h e r  purebred dog by he lp ing  t o  p l ace  i t ;  and dog 
exhibitions he ld  a t  t h e  l o c a l  ma l l .  

I 

You s t a t e  you seek  p u b l i c  pa t ronage  of your a c t i v i t i e s  by 
, a d v e r t i s e m e n t s  o r  o t h e r  r e q u e s t s .  You a l s o  s t a t e  that :  non- 

members w i l l  be pe rmi t t ed  t o  p a r t i c i p a t e  i n  a c t i v i t i e s  conducted 



* * * * * *  * * * * *  * * * * * * * * * *  ***   

b y  y o u  s u c h  a s  d o g  s h o w s ,  m a t c h e s ,  h a n d l i n g  c l a s s e n ,  a n d  
o b e d i e r . c e  c l z s s e s .  

You s t a t e  t h a t  a n  A K C  m a t c h  is a  d o g  shqw p u t  o n  f o r  f u n  b y  
t h o  c l u b .  You h o l d  two  ml2 tches  p e r  y e z r  w h i c h  a r e  o p e n  t o  t h e  
g e n e r a l  p u b l i c .  T h e  o n l y  r e q u i r e m e n t  f o r  p a r t i c i p a t i o n  is t o  
h a v e  a n  AKC r e q i s t e r e d  d o g  t h a t  meets t h e  AKC s t a n d a r d  f o r  t h a t  
b r e e d .  A m a t c h  g i v e s  p e o p l e  who h a v e  p u r e b r e d  d o g s  a  c h a n c e  t o  
p r a c t i c e  w i t h  t h e i r  d o g s .  J u d g e s  j u d g e  t h e  d o g s  a n d  d i f f e r e n t  
c l a s s e s  f o r  t h a  d o g s  f rom 3 - 5  mon th  o l d  p u p p i e s  t o  g r o w n  d o g s .  
T h e r e  i s  a  c h a r g e  f o r  e n t e r i n g  t h e  d o g s  i n  t h e  m a t c h e s .  You a l s o  
h a v e  v a r i o u s  o t h e r  d o g  s h o w s  d u r i n g  t h e  y e a r  w h i c h  a r e  o p e n  t o  
t h e  g e n e r a l  p u b l i c  f o r  p a r t i c i p a t i o n .  T h e r e  is  a  c h a r g e  f o r  
e n t e r i n g  t h e  d o g s  i n  t h e  s h o w s .  

T h e  s t a t e m e n t  o f  r e v e n b e  a n d  e x p e n s e s  s u b m i t t e d  w i t h  F1024 
f o r  t - h e  p e r i o d  o f  t i m e  * * * * * *  *  * * * *  t h r o u g h  * * * *  * *  * * * * ,  
s h o w s  r e v e n u e  f r o m  d u e s  a n d  a s s e s s m e n t s  o f  members i n ' t h e   mount 
of $ * * * ,  f r o m  a c t i v i t i e s  r e l a t e d  t o  y o u r  e x e m p t  p u r p o s e s  $ * * * ,  
a n d  f r o m  i n v e s t . m c n t  income $ * * * .  Revenue  f o r  * * * 9 ,  * * * * ,  a n d  
****  f rom d u e s  a n d  a s s e s s m e n t  o f  members a r e  $ * * * ,  $ * * 0 ,  a n d  $ * * * *  
r e s p e c t i v e l y ;  f rom a c t i v i t i e s  r e l a t e d  t o  y o u r  e x e m p t  pur .posc: ;  
$ * * * * *  ,  $ * * * *  2 ,  a n d  $ * * * * *   r e s p e c t i v e l y ;  a n d  f rom i n v e s t . m c n t  
$ * * * ,  $**  2, a n d  $*  r a s p e c t i v e l y .  I n  y o u r  l e t t e r  d a t e d  ********** *   
* * * * ,  y o u  i n d i c a t e  t h a t  f o r  t h e  p e r i o d  of * * * * * *  *  * * * 0  - * * * *   
* *  * * * 0 ,  a p p r o x i m a t e l y  $****  o f  t h e  $ * * *  o f  r e v e n u e  f r o m  
nc . : t . iv i t i . es  r e l a t e d  t o  y o u r  e x e m p t  p u r p o s e s ,  is income  f r o m  
nonmembers  a n d  members  o f  o t h e r  d o g  c l u b s .  However ,  y o u  d o  n o t  
p r o v i d e  t h i s  i n f o r m a t i o n  f o r  t h e  * * * *  - * * * *  t a x  y e a r s .  

You s t a t e  t h a t  you  h a v e  n o  r e a l  way o f  t e l l i n g  f r o m  y c u r  d o q  
s h o w s  a n d  s e r v i c e s  how much money is f r o m  c l u b  members ,  
non-members ,  a n d  members f r o m  o t h e r  c l u b s .  Your m a t c h e s  a n d  
s h o w s  a r e  o p e n  t o  t h e  g e n e r a l  p u b l i c ,  p e o p l e  come f rom a s  f a r  
away a s  * * * * * * * * * * *   t o  show t h e i r  d o g s ,  a n d  t h e y  f i l l  o u t  a n  
e n t r y  b l a n k  w h i c h  d o e s  n o t  a s k  i f  t h e y  b e l o n g  t o  a  c l u b .  
C o n s e q u e n t l y ,  you  h a v e  n o  way o f  k n o w i n g  w h a t  c l u b  p a r t i c i p a n t s  
b e l o n g  t o  o r  i f  t h e y  b e l o n g  t o  a n y  c l u b .  Y O L  b e l i e v e  t h a t  when 
you  p u t  o n  a  show ~ l r  m a t c h  y o u r  members d o  n o t  show a s  t h e y  a r e  
u s u a l l y  t o o  b u s y  r u n n i n g  t h e  m a t c h  o r  show t o  e x h i b i t  t h e i r  d o g s .  
T h e r e f o r e ,  you  b e l i e v e  t h a t  * * %  o f  t h e  money you  t a k e  i n  is from 
non-members  a n d  members of d i f f e r e n t  d o g  c l u b s .  

You a l s o  s t a t e  t h a t  y o , l r  h a n d l i n g  a n d  c b e d i e n c e  c l a s s e s  a r e  
o p e n  t o  t h e  g e n e r a l  p u b l i c  a n d  a f e e  is c h a r g e d .  You h a v e  n o  way 
o f  k n a w i n g  how much money is f ro ;n  c l u b  memberg,  nor , -members ,  a n d  
members f r o m  d i f f e r e n t  d o g  c l u b s  S i n c e  y o u r  members a r e  p u t t i n g  
o n  t h e  c l a s s e s ,  t h e y  u s u a l l y  d o  n o t  e n t e r  t h e  c l a s s e s .  
C o n s e q u e n t l y ,  a p p r o x i m a t e l y  * * %  o f  t h e  i n c o m e  is  f r o m  non-members  
a n d  members f r o m  o t h e r  d o g  c l u b s .  



********* * * * * *****************. 

Section 501(c)(7) of the Code provides for the exclmptibn 
from federal income tax of clubs organized for pleasure, 
recreation, and other nonprofitable purposes, substantially all 
of the activities of which are for such purposes and no part of 
the net earnings of which inures to the behlefit of any private 
shareholder. 

Section 1.501(~)(7)-l(a) of the Income Tax Regulations 
provid~s that the exemption provided by section 501(c)(7) applies 
only to clubs which are organized and operated exclusively for 
pleasure, recreation, and other noaprofitable purposcn, but does 
not apply to any club if any part of its net earnings inures to 
the honcflt of any private shareholder. In general, this 
exemption extends to social and recreation clubs which are 
supported solely by membership fees, dues, and assessments. A 
club which engages in business, such as making its social and 
recr~ational facilities available to the general public, is not 
organized and operated exclusively for pleasure, recreation, and 
othcr nonprofitable purposes, and is not exempt under section 
501 ( a ) .  

Rcvenue Procedure -11-17, 1971 - I C.D. 683, provides 
gaidelines for determining the effect of gross.,receipts deri7!ed 
from non-member use of a social club's iaci1it"ies on the club's 
exemption under section 501(c)('7) of the Code. Rev. Proc. 51-17 
states that the term ''general PublicU, as used in the revenue 
procedure, means persons other than members o f t h e  club, their 
dependents, or guests. 

Revenue Ruli.;g 79-145, 1979 - 1 C.B. 360, describes a social 
club exempt f rum federal income tax under section 501 (c) (7) of 
the Code which operates a calcutta (wagerinq pool) in connection 
with a sports event it c:onducts. Participation in the calcutta 
and sports event is open to club members and members of other 
similar social clubs. ~ l l  persons attending pay entrance fees 
that are used to help defray tne expenses of the sports event and 
calcutta. 

The revenue ruling states that a guest of a nonprofit social 
clab is an individual who is a guest of a member of the club and 
who ordinarily does nut reimburse the member fbr the guest's 
expenses. On the other hand, amounts paid to social club by k visiting members of another social ciub are am unts paid by non- 
members, even though both clubs are of like najture and the 
amounts paid are for goods, facilities, or services provided by 
sl!ch social club under a reciprocal arrangement with such other 
social club. 

Accordingly, ir. this case, the members of the other social 



* * * * * *  *****  * * * * * * * * * *  * *  .  

c l u b s  t h a t  a t t e n d  t h e  c a l c u t t a  a r e  n o t  g u e s t s  o f  t h e  mombers o f  
t h e  h o s t  c l u b ,  b u t  a r e  members o f  t h e  g e n e r a l  p u b l i c  w i t h i n  t t l v  
m e a n i n q  o f  Rev.  P r o c .  71-17.  The r u l i n g  f u r t h e r  s t a t . e u  t h a t .  t t l ~  

c a l c u t t a  is b e i n g  o p e r a t e d  f o r  p r o f i t ,  i nasmuch  a s  t h o  q e n e r a l  
p u b l ! c  t h r o u g h  payment  o f  t h e  e n t r a n c e  f e e s ,  is p r o v i d l n q  i n c o n c  
t o  h e l p  p a y  t h e  o p e r a t i n g  e x p e n s e s .  

You a r e  s i m i l a r  t o  t h e  o r g a n i z a t i o n s  d e s c r i b e d  i n  t h e  
r e v e n u e  r u l i n g s  c i ted  a b o v e ,  i n  t h a t  you a r e  r e c e i v i n g  income 
f rom members o f  o t h e r  c l u b s  s i m i l a r  t o  y o u r s  a n d  o t h e r  p e r s o n s  

' who may n o t  b e l o n g  t o  a n y  c l u b s .  T h e s e  p e r s o n s  a r e  members o f  
t h e  g e n e r a l  p u b l i c  w i t h i n  t h e  mean ing  o f  s e c t i o n  5 0 1 ( c )  ( 7 )  o f  th 'e  
Code a n d  Rev.  P t o c .  71-17,  c i t e d  a b o v e ,  a n d  a r e  p r o v i d i n g  income 
t o  h e l p  d e f r a y  y o u r  e x p e n s e s .  

A n  o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  5 O l ( c ) ( 7 )  o f  t h e  Codc 
is p e r m i t t e d  t o  r e c e i v e  up  t o  3 5 %  o f  its g r o s s  r e c e i p t : ; ,  
i n c l u d i n g  i n v e s t m e n t  income,  from s o u r c e s  o u t s i d e  o f  i ts  
m e m b e r s h i p .  O f  t h e  3 5 % ,  n o t  more t h a n  15% o f  t h e  q r o s s  r e c e i p t s  
may b e  d c r i v e c i  f rom t h e  u s e  of t h e  c l u b  f a c i l i t i e s  o r  s e r v i c e s  b y  
t h e  g e n e r a l  p u b l i c .  

Rased o n  t h e  i n f o r m a t i o n  111 t h e  f i l e ,  y o u r  s o u r c e  o f  incorn,? 
is  s u b s t a n t i a l l y  f rom t h e  g e n e r a l  p u b l i c  r a t h e r  t h a n  f rom y o u r  
membersh!.p. You h a v e  i n d i c a t e d  t h a t  * * %  a n d  **% o f  income f rom 
y o u r  a c t i v i t i e s  is f rom t h e  g e n e r a l  p u b l i c .  T h e r e f o r e ,  you d o  
n o t  meet t h e  'Inon-member income" r e q u i r e m e n t s  u n d e r  s e c t i o n  
5 0 1 ( c ) ( 7 )  o f  t h e  Code.  You a r e  n o t  s u p p o r t e d  s o l e l y  by  
m e m b e r s h i p  f e e s ,  d u e s ,  a n d  a s s e s s m e n t s  a s  r e q u i r e d  by s e c t i o n  
1.50'1 (c )  (7) -1 ( a )  o f  t h e  r e q u l a t i o n s .  

Bssed on t h e  a b o v e ,  w e  c o n c l u d e  t h a t  you a r e  n o t  o p e r a t e d  a s  
a  s o c i a l  c l u b  w i t h i n  t h e  mean ing  o f  s e c t i , o n  5 0 1 ( c )  ( 7 ) .  
T h e r e f o r e ,  y a u  d o  n o t  q u a l i f y  f o r  t a x  exempt  s t a t u s  u n d e r  s e c t i o n  
501  (c )  ( 7  j o f  t h e  Code.  

I 
I 

You are r e q u i r e d  t o  f i l e  f e d e r a l  income t a x  r e t u r n s .  

You h a v e  t h e  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you b e l i e v e  i t  
is i r l c o r r o c t .  To p r o t e s t ,  you s h o u l d  s u b m i t  a s t a t e m e n t  o f  y o u r  
v i e w s ,  wit .h a f u l l  e x p l a n a t , i o n  o f  y o u r  r e a s o n i n g .  T h i s  
s ta tc . !ment ,  s , j n e d  by o n e  o f  y o u r  o f f i c e r s ,  m u s t  be s u b m i t t e d  i n  
dup1. ica t .e  wi th1 .n  30 d a y s  f rom t h e  d a t e  o f  t h i s  l e t t e r .  You a l s o  
h a v e  a  r i g h t  t o  a  c o n f e r e n c e  i n  t h i s  o f f i c e  a f t e r  y o u r  s t a t e m e n t  
is s u b m i t t e d .  You mus t  r e q u e s t  t h e  c o n f e r e n c e ,  i f  you w a n t  o n e ,  
when you  f i l e  y o u r  p r o t e s t  s t a t e m e n t .  I f  you are  t o  b e  
r e p r e s e n t e d  by someone who is n o t  o n e  o f  y o u r  o f f i c e r s ,  t h a t  
p e r s o n  w i l l  n e e d  t o  f i l e  a  p r o p e r  power  o f  a t t o r n e y  a n d  o t h e r w i s e  
q u a l i f y  u n d e r  o u r  C o n f e r e n c e  a n d  P r a c t i c e s  R e q u i r e m e n t s .  



******************************* 

If you direct further correspondence to us concerning this 
matter, please include the following symbols on 'che envelope: 
*********************. These symbols do not refer to your case 
but rather to its location. 

If we do not hear from you within 30 days, this ruling will 
become final and copies will be forwarded to your key District 
Director. Thereafter, if you have any questions about your 
federal income t a x  status, please contact your key District 
Director. 

Sincerely, 

signed) ******  ** *********  
**************** 
Chief, Exempt Crganizations 
Rulings Branch 2 

cc: *************
*************** 

***************************************** 


